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2, These revisions are made to bring 19562 inventory into 1line
with Soviet statement in Gudok, 2 Ocbober 1962, that “more than halfl
25X1 the freight oars in use in the USSK are 4-axle caras” pre-
1iminary estimate ~ |indicates thet in 1952 the

inventory totaled . actusl units.

3. Kindly make the necessery chenges

in accordance with this
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ustimeted USSR Freight Cer Inventory

deixle
Units

176,000
158,000
210,000
240,000
280,000

" 330,000
580,000

430,000

1945 - 1952

2eixle Total Actusl Total

Units tnits Bquivalent (2-Axle )
245,000 621,000 797,000
433,000 421,000 309,000
429,000 639,000 249,000
429,000 §589,000 208,000
435,000 715,000 995,000
436,000 T65,000 1,086,000
427,000 807,000 1,187,000
418,000 848,000 1,278,000
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1548 - 1952
total
Yoar Maite ? ite it “Coame
1945 176,000 145,000 621,000 797,000
19L6 168,000 ;33,000 621,000 809,000
19k7 210,000 129,000 639,000 89,000
| 1958 240,000 129,000 669,000 909,000
19L9 280,000 135,000 715,000 995,000
1950 325,000 LLS,000 770,000 1,095,000
1951 370,000 150,000 £20,000 1,150,000
~1952 '1515,000 150,000 £65,000 1,280,000
SOURCE: ORR 32-51 and 11 ee.
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25X1
FSTIMATED USSR LOCOMOTIVE INVENTORY
19Ls - 1952
- Year Stean Flectric Diesel 'fo‘:.gl
19Ls 25,300 2Ls 93 25,638
- H

_19ké 25,600 3L1 110 | 26,051

| 26,716

19L7 26,200 366 %0 ,T16

1548 27,200 L26 22§ ‘ 27,851

19L9 28,500 £36 365 29,h01

1950 38,500 , 706 sL7 31,753

1951 32,000 921 755 33,676

1952 33,500 1,201 o8l 35,685

25X1 SOURCE: CRR 33-5) andd —Plleg_

¢
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vI. Rslstionship Between Flarmed Increase in Transportation and in Traffic-

producing Industriss in the Fifth Five Year Flan

The following increases are estimated for 1950 and 1957, shown a8 index

nusbers, with 19L8 ecuslling 1001

ratio of
1950 1957 1957 to 1950
Rsil transportation 13hL . 191 1.3
industry (including Defense) 139 , 256 18,

Agriculture 110 1L ' 131

SOURCES: Rail transpertation from 1950 performance end 1955 plan deia.
Industry and agriculture from NIE-65. .

%lihile a weighted average of the index nurbers for industry and sgriculture right
show a scmewhat ;rester percenta:e inerease between 1950 and 1957 than that for
railread transgortation, tre differences might be well within tre mrgﬁn of errcr
of the daﬁ.

The increases in planmed railrcad traffic compared with planned increases
in traffic-producing industries in the Fifth Five Year Flan appear to be consis-

tent, since it 1s a majer iter of Soviet transportaticn pollcy to reduce the

proportion of total traffic handled by railroeds. Completion of the Volga-Hon
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Canal may permit shifting to water transportaticn some treffic which formerly
moved by rail, resulting in an increase in the proportion of fcial traffic

moving by water by the end of the Fifth Five Year {lan.

Vil, Reduction of Long Tail lisuls in tle USSR

As steted earlier, the average length of freight hagl by reilrcad in 1952
was 720 k'l;a. , compared with the planned goal of 690 kma. for 1950. The fact
that this figure is still above the 1950 goal may be partly due to the necessity
of moving freicht for the Kersan war althouch it appeax;s that the 1950 plan goal
was not attainsble. ZAverage length of haul declined sharply from 79k kms. in 19L5
4o 710 kms. in 1947, wkich, if projected grapbically, would easily lave permitted
attaining the 1950 roal of 690 kms. However, in 19L8 averave length of haul
jumped to 72L as though ths.?lb ¥ms, in 1947 wes too low to prcperiy sustain thre

develcpuent of he Soviet sconomy, and from 1547 to 1952 it ks fluctuated between 25X1

727 and 710 kus,

Should the lensth of haul continue steble as it has during the 19L7-52 period,

it would indicate

/@ifficulty in sdequately sustaining the development of the Soviet economy with a
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significantly lower length of haul, &5 8 result particularly of the dispsrsal
of Soviet indusiry, which requires long bauls of raw maberials and findished
products. If, st the same time, tonna;e ccntinues to incrsass, ths result

wouldé be increasing demand cn the freight car perk, which would require gither

‘4ncreased efficiency in the utilization of the existing op=rable psrk, or an

incresse in the total operable perk. With the continuous pressure for improve-
ments in efficiency cf use of frei;ht cars in the post war period, it seems un-
likely that further cpprecisble improvements in these factors can be made in

the Fift? E«‘;iva Year Plan period. Therefore, it will be necessary to continue

to increase t'e operable freight car paerk to hendle the increased ton-kms.
resuliing from an increase in tamage and a stable (or perbaps increasing)
sversze length of haul. To sus‘bain continued yrowth in tonnage of rail frelipght
undsr such ocnditions @ld require amnual production of freight cars at approxi-~

mately the sems levels zs a2t present.
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Trends in Soviet Feonomic Policy singe 1945

Elesctric Power

AR Py

Introductory

Stated in broad terss, the history of the electric power industry in the
USER since 1945 has paralled that of sll other nations in thab both demand and
supply have shown a contimous upward trend. vhile the rate of inerease of demand
hes been greater than that of the growth of facilities to meet 1Y, the essential
needs of the industrisl economy have been not.

This diserepancy in the rates of incresse, which camrot be stated quantie
tativoly ab inis bime, simply weans that the Soviet electric power industry did not ’
have the reserve capacity conterplated by the fourth Five Jear Plan for the ent of
the year 1950, However, this did not prevent the attaimment of the Flan goal for
total electric production, in facht, it was exceeded by about 10 percent.

At the mid-point of the f£ifth Five Year Ilan 1% appears that the production
goals are being closely approximated, even though there is some doubt as to whether
the construsction progrese on all of the projects specifically named in the fifth

Tive Year Plan is fully up to schedule.

Brieg Couparison of Pourth anc Tifth Five Yoar Plans

Tor the electric power industry, the fourth Plve Tear Man not only providad
for new olectric facilities, but particularly emphasised the restoration of war
damaged fscilities in Buropean Russla. The 1950 target was a total penersting capacity

of 22.L million kw, an incvease of 109 percent during the five-year peried. The
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corressoncing targpet Zor the fi8%h Five Yoar Plan ds of almost the game raymitude

percontasowise, since rpvision 1s "o inerease bthe Tobal capacity od

cilectric statlons aprroyimabtely and of hydro-slectric stations three
Linas.®
A fulfillwent of the fourth Five Year Flan capacity roal (2Z2.4 million kw)

would have msant the addd either by rehabilitation or mew consbruction, of 11,7

illion kw of penerablne capacity, or an sversse of abeul 2,5 million kw per vear.
In the {ifth Pive Jear lan, the sverase vearly addition, for a 100 sercent increase

£ »
13

- [YIAY + - A b em s 2 L K . > o
{(20. :iTidon i), will hove to Lo sboud LoU dlilen lw Th e are developed

an rough ruides only, as they are theoretleal to the extent that they are based on
the goounntion that the electric canacity roals of both Yive Year Mans will reach
sonpleote Dulfllloent. Therc mey bave been a z’mrt—im ol powsivly 10 percent in Lhe
Iourth Five Year Plan, and there is no conwvineing evidence taab the Liith Plan sche-
dules are being Dully et

lowever, it i& felt that the capacity target for 1950 is mot beyond hope of

attainnent,; and should it £41) short by as much as 10 - 12 percent, it would still ve

iible to reach the yroduction poal by such swthods as lonper hours of use of poner—

Tacilities, - nebliods, and redoctlon of losmes. 1% aopears that

the Soviets have allowed suflficiont loeway between the btargebs for capscitsr and o

duchion 1o abtain the latber even though the Tormer ngy not e fully accomplishod.

Trielly, Lhis staterent le based on the faet that to obbain Plan o
it would be neceesary 1o orerabe Flan capacity sbout 3600 hours per vear, or slighily

# Statenent iz comgtrued {o mean an ingrease of 100 perconte

Approved For Release 2002/09§£m?DP79T01049A000800140007-1
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over 40 percent of the totsl mumber of hours in & year. This is a relatively low
figure in a country having a well-developed industrial ecomomy (US in 1951 = 5,150
hrs., covering 30% of the industry) and any incresse in 1t will result in a lowr

requirenent for capacity.

Hydro-electric Developments

The fifth Pive Ysar Flan provides that hydro-electric stations Ybe inervased
three times", compared to 1950, It ie estimated that hydro stations, at the ond of
1950, had & total capacity of 2,0-2,25 ¥illion kw. Thus, to satisfy the Flan ob=
jective, an addition of not less than L.0 M11lion K¥ will be required. Such an
amount ls detailed in the Plan, nanming "The Kubyshev stabion of 2.1 ¥illion v a8
the Kema, Gorky, Hiny@hmr, Ust-Kanenogorskaya and other stations wlth a total capa~
city of 1,916 Millfon X¥%, A1l of the named stations are now under construction,
and although it is too early to predict their full completion by 1955 there is mo
gonvineing evidence thab such a repult carmot b reached.

large hydro-eleetric developoents make a wider appeal to regional and
national pride than do stean plante of similar sipe, and thus lend themselves more
readily to propanganda purposes. TIt, therefore, scems likely thaet speclal viforts
will be made to complete the hydro part of the expansion program. However, it camot
be said that the stean plant program is belng subordinated; as it will still represent

at least 50 percent of the Flan target for electric capacity.
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Changes in Orcanipation and Policy

In March 1953, top-level organizational changes were made in the minmistrien
directly congorred with the eleatﬁ.t: power indusiry. The Minlstry of Rlectris
Powr Stations, The Ministry of the Elostric Industry, and The Mindstyy ol Come
mudeations Bauipnert Industry wore merpged into one mew minlstry, The Hinlstry
of Elsetric Power Stadions and Blectrisal Industyy, USSR. }/ A now man, Hichall
Georgevich Pervukhin, who was formerly ¥inister of the Chemical Industry, was
sprodnted to head the newly nerged ministry. It should be neted that this is s
reversion to the organisstionsl structure Lumediately prior to world war Il.
Durdng 1939 and early 1940, Electric Power Stations and Plectrical Incustry wers
under one Pecples Coumissarist, whilch was splib into two commissariaste in April
1940, which were renamed ss linilstries in March 1946, 2/

The Hareh 1953 organizationgl change Jdoes not necessarily indicste a change
in cvor-gll policy for the industry. There la no eviderwe of a radieal change in
pergonnel. Zhirerin, formerly Minigter of Tlectric Stations, renalns as a Depuby
in the new ministry. Trom any indleations to 1 July 19853, it can only be conjectured
that the change wae made ic congolidate under ome head the closely relabnd matiers
of the construction and operation of eleeiric stations and the mamufasture of
electrical mechinery and equipment. The inclusion of the Corrmnlestions Equipmerdt
Industry may be due to the faot that such equiprent would, in many cases, come
from the pame mamufecturing sources snd use the same bapic raw naterials.

e piendficsnge, nolitical or polier-wise, of the gppolntnment of Pervukhiln

25X1
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Lindtations - ¥atural Hesources and Hanpower

So far as natursl vesources are concerned, there do not appear to be any
gerious 1iritations to the cxpansion of the electrle powor industry, Solid fuels,
renging from pest through lipmite to cosl of quality, are aburdent and widely
spread. Undeveloped hydro resources gre adequste to meet the needs for ths fore-
sesble future. Supplies of petroleun and shale oil are mch rore restricted, both
& to quantity and location, and their use in the electric power industry will in
the future, as &b prosent, be confined to locstions vhere they are more sconomical
than mny other fuel or where sircunstances densnd the use of some form of imternal
corbuption engine {usﬁally relatively #mall and isolated installations).

The labor force involved in the operation (not including corptruction of new
facilities) of the cloctric power indstry is wiiversally a relatively snall pro=
portion of the total labor lorce, and it may be ascumed that it does not constitube
a limiting factor in the UZSR.

with respect tc a possible ghortage in the higher technical ekills, puch a8
mechanical, electrical, and hydraulic engineers, which would be involved in the
design, construction, and installation of new electric facilitles, the Soviets have
recogniged the md and have teken steps to meot aryy such deficiency. Among sugh
gtepy 1s the declsion of the }fini_.atz'y of Migher Educetion USSR to broaden the traine
ing prograns for hydraulic engineers and technicians. Directives have been issved
wopanding the training programe curing the 1951-55 period o a5 to provide for the

training of 13,000 hydraulic engineers and 28,000 to 30,000 hydraulic enpincering

techniciang. y

25X1

Approved For Release WMBA000800140007-1



Approved For B'elease 2002/09/04 : CIA-RDP79T01049A000800140007-1

QEQRRET

25X1

25X1

Ag 2 means 0 enhonce itz politiesl, military, social, end eeomomlc power and
comtrel the Soviet hlerarchy recongniszef the impordsnce of telecorrmmieations from
1ts inceptlon, This importance was underscored by the adverse !incwspace factor
inherent in Sovied geography aggraveted by deflclencies in physieal transport. 7The
Soviets used every concelvable deviece to improve its power pesition in the face of
this adversity, It tock sdvsnlage of forld devslopments in Tadle %o overcoms aCOROM.
ically and rapidly some of its Selecormumlestions wireline deficiencies, thouzh some
wirelines were installed, Its beackward postiion vises<vis modern western countries,
revesled during Yorld Yor YI, eame as a chook and led %o » determination to catch up.
The initial post-war polley emphesiszed restoration, expansion, =nd medernizution.
From the patderns of post-var evenis s murber of gulde policies are discerned, BRe-
smphssis on comrmniestion security fa all its ramifications stends out as ome policy
pervaiing a1l aspects of telecomrmieations facilities and services. Procurenent
policy scems to dctate that the end Justifiea the mesns. Orgmnizational polley i
flexidle to the extent of cresting new mechanisms to solve rationnlly mew problems
involving a murber of governmentnl segments., FErphasic seems to have been placed om
a policy reguiring thot cpeelalized govermwental users of telecomvuniontions facllitles
be provided with sepsrate facilitles and controlled by the umser. This poliey adheres
to & basic concept that telecomrmunications channels mmst follow the chelnm of command

and that for the efficient, effective cxercise of command, the cormeand rust contrel

Approved For Release 2002/09’%5?8&1DP79T01049A000800140007-1
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the facllities required to exercise that comwand, The policy on consuners seeme 0

be to offer service to the public gemerally on a secondary derived basis, that is,

tolecomunications focilitiee are provided Initinlly and gamentlally for 3tate need,

but may be msed for public service {f, =8, and whem sleek is .a!mtlable. Policy on
Satellite telecommmications 1s seen as a requiremend that telecomvmnications facilitienm
needed for the effective exercise of Soviet politicsl and military control of

Satellite countries be provided for separstely, guarded, operabed, and used prineipally

by the appropriste Soviet control -uthoritiss., The Sovist supervision, eontrol, in-

-epaction, end survelllsnce of Internsl faciiities =néd services suggest a Soviet poliey

of meintaining control of the exercise of power through the control of telecommmicstions.
Finally, the pattern of Soviet expansion of facllities suggests the existence of &
policy of having to Justify the supply by the need in any given esse. The conclusion
is drawn from these perceived policy trencs that the Soviet hierarchy is attempiing
to sohlisve complete, continuing, direct, ropid comrmnication contzet with »11 itg
subfected peoples whils st the seme time 1t intends %o reduce iFf not eliminate cofim
Sact with thy outslde world. X% secks an exelusive home awdlence. Its policy is %o
sxplolt 4tg ma_ novledge of tel-commmications technology and know-how to give
powver, to enhance power, mnd to accelsrate the rate at which that power is enhanced.
I. Zateaducticn.

Blmue 1%s imception the Soviet hierarchy has been aware of the capadilities of
talwmicatims es a means to emhence its politiesl, militery, social, and economic

power and control, Politieally, telecommnications could aid 4n controllinmg and

Approved For Release 2002/09/64 : CIA-RDP79T01049A000800140007-1



25X1

econeolidating peoples sand bend tkelr) minde snd wmmg toward Trerlin philosophiss.
Militarily, they could provide rapld resne for the sollection of open =nd closed In.
formation and for the exercise of comrond =s well as to enlarge the effsctive deploy-
ment and uce of wespong. Socislly, telecormmunications could help to satisfy ths
Iadividual nnd group need for Yhalonginz.” Eeonomics-wise they could Pacilitate and
atcelerate the growth snd operation of imdusiry and industrisl services, tpt only
incidentally %0 serve the consumer as sn Indlvidusl, Telecomrunieations could hasten
goordination on all matters of state indterest at focal pelints at all levels of the
whole »iate monolithie strocture.

Pervading the vhole spproach of the Soviets to 7the devaeloceent of the stnte must
necessarily have been the realization that telecommmnications need to be employed o
overcome the adverse timswspzce fastor imherent 4n Soviet geocgravhy, sggravaied hy
continuing deflelencies in physicsl traneport,

In the interest of speed, ecomomy, snd feasibiiity the Soviets esrly applied the
products of World resserch in radio to gpan distanee vather them io conecentrste om
the wireline rmedium, YFarly Soviet policy dictated thot the partidular medium of trane-
mission should he used which best sulte a given set of conditions, that there is no
real resson for attempting to erploy either the radlc medlum or the wireline medium
in a1l cases., In other words radlo wes to be the sole means of Tapid ecommmnloation iz
many renotc sress where under mormsl conditions the employment of wire facllities 1o
seononically insdvissble, hut elsevheve radlo facilities were merely fo parsliel
extsting wired trunk lines. Eventually the Soviet Unlon was to become the heaviest

SECRE D
Approved For Release 2002/639% : CIA-RDP79T01049A000800140007-1



25X1

Approved FOLReIease 2002/09/04 : CIA-RDP79T01048A000800140007-1

el

user of radlo for internal ielecommumlcntions purposes in the Yorld, even though some
trunk and loesl vireline networks haé dbeen provided and existing ones sxpanded.

In apits of these developments %ﬁe Soviet Unlcn came to realisze during the wer
that it had not moved forward in this fislé in step wilth modern Western nntions. Ita
fnsdequactes in prodostive capacily and eapsbility, in feollitlies in belng, in stocke.
piling of equipment, in troined manpower together with 15 huge war losses 1ed %o
;arga Lend-Lease shipments fyom the Unlted Stntes and other 2llfes, Sovist avarenses
of 1tz wartime shorteomings leading almosi %o defent, coupled to the altvanced tech-
nologicel ond produstive tmplications visible in the Lend-Lenze shiyments, shocked
she Soriets inte a daternination to catch wp.
¥I. Bside Polley.

Initial basic post-World II telecommunications polley 15 reflscted in the Fourth
Five Year Plan (19%6-1950):

oy e "Commmisations, esvecislly redlo and trunk eebles, shall be fully
restored and dsvelopsd in the formerly COermsn-occupled resions Yy the
introdugtion of up-to-date equipment., Infartherance of the general
project for the development of the eommmicstions of the TSSE, relisble
telsphene snd telegraph cormmieations shall be inatnlled babtweesn
Hossow and 1l republie, territorial mnd resliomal centers, and betwesn
the capitals of the repudlics =nd thelr veglonnl centers., Telephemss
shall Be instslled in all dlstrict centers, villsge soviets, machine
and tractior etatlions and siste farme.

v "Ppunk cormunicntion linar shall be equipped with modern highe
froguency apparatus,...The espaclity of telerhome exchenges ehall de
fnoreased and special attention psid to the introduction of eutoratic
telephone exchanges,...Radio Yrosdeasting shall be further developed...
and the radio diffusion network increased....Ths postal services shell
e generally $wrroved....and motor snd air transport shall be vwidely
used for the dslivery of letters and REWSPADErS. . .. The roduetion and
sale of eonsumer goods shall bYe incressedies "

The essentials of thls poliny sre restorstion, expansion, ond modernization [Fo toke

advantage of the econories of modern tochnologleg/. Subsecuent events confirm that

this policy indlsator has been exscuted on a broad front, though ite fulfailment has
-l

B
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#xtended Into the Fifth Pive Yesr Plan (1951-1956),

Buzerons subordinate guide policies associated with the atminielrative snd
eperstionsl exscution of thig haéic policy a.vear to have been developed.
I, Comunicaiion. Security Policy.

Seerecy w;am t0 bave been =z passion with the Comunists aver since they took
over in Russia, This pmesion, wividly expressed in the “Iran turtein® has been re-
veeled in s purber of policies intended to improve the lavel of secrecy, 'The galic-y
of transmitting classified telephone and telegrash messages by non-interceptidle wire-
lings rather than by interceptidle radlo, euphasized jJust ;rior to iorld Wer II, has
been re-emphasized since that war., The postmidorld ¥ar II developrent of a most con~
siderable elsctromegnetic warfare potential, exetuted since 1948 as Jomming against
wndesired forsign redlo broadersts, suggesta the eristeonce of o poliey not to depend
wpon long-range radlo for any telecomrunicstions services thet ceom be conducted Ly
other mesny, such 2 wiralines and mlero.usnve radio {nlmost non~-Jam able and non-
interceptible). The huge expansion in the post-war perfcd of wire-diffusion networks
end group listening, coupled to a rather fesble effort io vroduce all-wave recelvers
for ;rivate use, suggest, vhen velsted to the Jemming effort, that the Soviet poliey
is to deny eontact between ths Soviet peoples ond the West snd st the same time tov
improve the coniact belwsen the Soviet pecrles and the Tremlin, The heavy expedditure
of manpower 10 assure control of telecommunications facilitise, to guard then, %o
saryy out the coosorghly smd survelllence functlons, snd the inntillation of fesr in
the populace to read, listen, and telk about “snti-state” matters are furtier svldences

wsw

Bt
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of » péliay Intended to achleve complete internsl commmication security 2nd extermal
eommication control,
I¥. Erocurement Policy.

The Seried ypolicy on procurement of mesns for carrying out the basic telewm@b
eations policy secems to beto oblain the most, the gquickest, from whatsver source, wnder
any circunsimnces and conditions. Toms productive facilities were Iimereased, e wore
fmports. In the early post-war yenrs Zmst Gormomy was pllfered, and the Satellites
have Teon asd =re belng nllked, In the Interest of time snd lock of mow-how Western
eguipments sre copled, and produced, Yestern technicel Titerniure 1g sxploited zs a
ready weslth of useful data, and Cermsn ~nd other "{mported® sclentists, englneers,
snd technleizng are sgusezed dry. Trained manpower 1s obisined by increased edmeationsl
bare, Ty imvortations Ifrom Satellite snd other couatries, ond by encouwraging youth;
both male and femsle, to voluntser to assist in hastening the  rocess.
¥. QCrzanizetional Pollcy.

Organizational policy in the {ield of belecom-umications is wmnelenr, fipnrd from
the norngd ¥inlstry of Communicniionsz snd the 411 Unlen Committes for Prosdoosting
and Radiofication (VEK) whick oyparently rejorts to the Cownell of Minlaters, two
;asw titlen appear in nateris] reccived in 1951 omé lster, One iz the 2adlo Information
Comnlttes, whieh could possibly be a replacement in noms sodfor Sunction for the VEK,
The other is the RadlowPoliticnl-Scientifie Commizglon of two seo®lons, the nolitiesl
and the technicale-selentific. The stature of the representaetiver implies thoil the
Comsizsion is very high level. The name of the Comiusion sugmests that 1t has to

do with poliey determinations on the soiuti-m of problems andfor the creation of

- & -
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programe within the 1inity of seientifie fo;asd'bilﬁ:y 1n the Tteld of radlc propsganis,
sountermeagurss against forelgm radlo propagands {Jamming), and perhaps refinements
in the Gevelovment of s brosd elactromsgnetiec warfare espsbility. The oniy hint

of policy here is that vhen the Soviets reduce s rroblem to its coordinntive organlza-

tion essentinls, it proceeds to create the necessary mechaniam to eope with 1t effectively.

Soviet policy on the operationsl control of telecommmications faciliiles snd
services may have undergons coms revision in the postwwar peried, ¥While prior to the
war M %’r’};at "a?nlm c;pursated noweslled functionsl telecommmications services to
meat the need of serdsin indusiries, such as shipping, awiatlesn, Ybroadesating, ete.
which wers at least in part operated far snd controlled by the nser, the poliey of
assr sontrol seerme to have heem extended in the post-war era to wollee, mining,
Immbering, flshing, sgriculture, end mwnfacturing smong other industeies, There isg
also evidence that the user contrel pollcy has been extended te recuiva that separate
and diuténet faciliiles snd clirouits be provided for the exclunlive use of mmerous
siate funotions, even though such facilitles and eireutts prraliel the exleting
genergl purpose dasle system. This extended policy sdhares to the fundamentsl dlota
that communiestlons chanzels must follow the chaln of commond and that for the
efficiont, effactive exercise of comvnnd the cormand mast control the fecilities 1%

requires to exercise that command.

The consumer har 1ot bosn completely igmored in Soviedt postewsy policies.

Pelephone snd telegrarh service avallable to the publie hea beem improved, but only

-7 -
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indirectly es the result of the expangion smdb 1mirovenent af facilities to sorve
state needs. The public generally may use thase services during slack pericds In
state demand for service, but the smervics obinined g generally considered to be of
peorer guality., In the £1cld of radicdroadenst ing, radio recelvers are manufactursd
and some find thelr way to store shelves, but the rriees are beyond the reach of moad
sonswmers., Assunebly this gives the consumer the fliuslon of atate intersst 1z the
individual, but serhaps at the same tine ressnizent =t not belug able $o purchase.
The postewnr pollcy of the Soviet Unlon has been to radiefy the villsges, sovihozes,
. kolkhozes, mAMIng camps, factories, machine tractor stations, stc, Tals {s bolng dome
© with some radio recsivers for group listening and with very large numbders of radio
43ffusion networks connected to lowdspeekers., Under the eirounstences progran
» selection and listaning are controlled. This meets hierarehy specifientions to deliver
“the wvord” to the remote masses and perhaps at the same time gives sone diversionnry
satisfaction to the concumer, As sesms %o be overriding Soviet uolley in the fleld
of telscommmications, state need and convenlence come first, consumer need second,
with the signifigsnt yroviso that dual use, whers feasible, should be provided for end
practiced,
VIIX. Satellits Pollgy.

Te assures effective control of the Satellitses in the Soviet interest, indica-
tlons ars that Soviet policy reguires that key telecommuniesticns Tacilitiez $nvolved
in exerelsing that control shell be provided separately for, guazded, opereted, nd
veed by the Soviet control suthorities. Oueh facilities are used prineipally by -

B
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Soviet pélitice]l and military adrdnistrations of the warlous Satellites, This eon-
forms 1o the previously stated operationsl control volley.

Telesommunisations being =n Instrument of the exerciss of jower, Soviet poliey
slso dfctates thnt even Internal Setelllte telscomrmmicstions Ffacilities shall be
monitored, controlled, inspected, »nd otherwise maintained wnder contimuing survell-
1ance by Soviet representatives. Exemples of thla polley were the disconnection of
the sutomatle telephone exchongmes giving service between the Xost and ‘Yest Tomes of
Berlin in May 1952, the cutting of 7?4 of 75 eables betwsen the tuo gones en 1b May
6f this year, »nd the suspension of long distance service between Zast =nd Yest Cermany
throuzh the Lelpzig central office om 17 June of this year, Yest German offlelals
belleve that the Soviets blocked the laiter limes temporarily for eontrol purposes
related to the current wrisings.

As to the boildeun of Satelllite telecommmications resources, the Freriin
poliey seens to be to permit such bulld-wp within Soviet defined 1imits. Put the
butld-tp mast yleld some direct or indirect adventage to the Soviet Unlon per se and

aot to the independent stremgth of the Satellite.

S4nce the S@ﬁe‘ha ean not e 81l things simmlteneously at all iimes, Soviet
policy apperently provides for s yardstick in planning which tslecomrmunications facili-
tles shall be senuentially develeped or expanded. "!hemﬁ are inskaneces where, for
example, wireline facilitles ore belng bronght into new sconomic aress for the first
4inms, Dut there are other areas wheve wireline facilities already exist :md additlonal

‘9—
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fagilities are being provided, The Moscow-Leningrad highesapaciy conxial esble
{1lustrates the lstter snd the instsllatlon of some 1,500 kilometers of commmications
cabls radiating out of Esragands to serve the siratezie metal wining in the Karagsnds
Oblast snd other parbs of the Kazekh SSE {llustrates srovision of new wirsiines.
Relztive strateglc need seers to be the key to Soviel policy in the provizion of tele-

ecommunications facilities and services,

- 10 -
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FOREWORD

Only major changes of Soviet policy, or shifts within the existing framework,

of the subjects covered in this paper are noted. The great number of variables

and the degree to which these variables might affect the subjects coversd in this

paper have not been analysed or presented here at this time.
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IX. Consumers' Ocods and Internsl Financial Polieies in the USER.

A, Distribution of Consumers' Goods

1. BSoviet Retail Trade Developments Since 1915,

The statistics in Tables 1 and 2 are satimates of Siate and
Coopsrative retail trade £nrnnvcr in the Sovist tradi;xg system. ¥While these
estimates, especially in the lster years, are too high, they do indicate total
and per capita retail smles are considersbly above the prewar level of 19L0.

This upward trend in the level of Soviet consumption is corrcborated by other
indices conterning the USSR,

During the pericd of World War II the Soviet government converted the
consumer goods industry to wer production and introduced a system of raticning.
In the period from 15LS to the end of 19&? the increased holdings of currency
in eirculstion ceused prices t¢ continue to riss despite rationing, Whils
some steps wers taken io reduce thess inflationary pressures, Soviet poliey in
this pericd was repetiticus of the early 1930 trade policies. OStabilisation
mewsures taken dgrin; this pariod followed thres nain lines, First, in April
19hl, "conmercisl stores" were established to sell unrationed goods at prices
below free market prices, but sbove State fixed prices. Sscondly, goode not
produced during the wer were reintroduced at substantially higher prices. 4And,
thirdly, prices of basic foodstuffs, such as bx«ud':/ were raised in prioel‘ at
the end of 19L6. Y

Even though this trade poliey raised the general lsvel of priges, its
Buccess wap limited and did not eliminate excess purchasing power to a polnt

whers rationing could be abolighed. This failure is reflected in part by not

1

& Tread Ties Tagresrthnte z‘%%?ﬁf:HA?@?WOM&&&BO}%@L1
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Table 1

Soviet State and Cooperative Retail Trade - 1940, 1945-1952

£
Year State and Cooperative Yolume Retail Prices
b,
Yelue Index {19}40=100) {15L,0=100)
(Billione (1540=100)
current
rubles)
1gho 175.1 100,0 100,0 100.0
1945 193.9 110.7 55.5 15945
15k6 27he3 15647 72.2 217.2
i9h7 335.6 191.7 85.5 226.8
iske 3972 226.8 128.7 176.2
1950 kh3.9 253.,5 172.9 1h6.6
1951 L86.2 2777 201.8 137.6
1952 S0Leo 288.4 220.3 130.9
1955 567.9 3ek.2 29342 110.9
{pro=
Jected)

8/ See Methodology for sources.
b/ 1540 given and 19L5 and 1946 estimated from the following years -15L7 -1955 estimated.
e/ Moscow prices.
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Table 2

Value and Volume of Average Restall Ssles of Soviet Stats snd Cooperative Retail
Trade psr Employeds 19L0,19h5 ~19

Stats and 2/ | hve Index of Index of Volume
Year Cooperstive Lebor Salnugubon Average Sales| of Szles per

Retail Tradej Force Forocs per Employed | Employed

{in billions| {in {in (1540200 19L0=100)

current 2i11,) rubles)

rubles)
110 175.1 70.4 21:87 100,0 10040
L8 2859, N. A, N. As N A L N W
19ké 27he3 N. A, Ne Ao L N Ao
sh? 335.6 BhL.2 3986 160.3 70.6
19L6 366.4 850 1250 172.5 8645
isho 397.2 86.4 L597 18L.8 10L.9
1950 hlL3.9 B7.2 85051 20L.7 139.6
1981 L86.2 88.2 5512 221.6 161.1
1952 50Le9 88.8 5686 228.6 17ke6
1958 567.9 91.0 6251 250.% 227.4

a/ See Methodology for sources.
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meintsining ﬁirect taxes and public borrowing at sufficiently high retes.

Such & situation led to the "currency reform" of December 19&7;3j
This reform appesrs to have solved the problem of excess purchasing power. In
addition, to exchanging old currency for the new currency - generally &t a
rate of 10 t 1, rationing and cormercial stores were abolished, and consumers!
goods retail prices were reduced.

Tabls 1 clearly shows that the 1945 volume of State and Cooperative
reteil trade was sbout 55 percent of 1940, and that by the end of 1947 had
reached 85 percent of 1940, This increass of the volume of trade resulted from
the considerable increase in territory under Soviet control and the imports of
consumers' goods (Lend-Lease in 19LL-L5, UNRR in 19L6, and imports from its
satellites since 19L5).

Since the end of 1947 each year has been characterised by retail

v/
price reductions of consumers' goods resulting in "savings" to the pepulation.
The following teble lists the #nncunccd date of the price decrees and the "savings"
realized by the population in the various Soviet marketf{

It is no§ ¥nown to what extent Soviet retail trade plans are fulfillsd,
since the Soviet government ususlly announces only the percentage increase of retail
turnover, Howsver one set of calculstions for ostim;ﬁing Stute and Cooperative
retail trade does permit an assasasment of plan fulfillment for 1948 through 1952
1948, 1946, and 19L7 trade plan fulfillments are not lmown since the method of

seotion on "Internal Finances."

b/ It is assuned "savings" * the value of trads before the price cuts - the
value of trade after the price cutes

g/ See next page.
<L -

Approved For Release 2002/09/04 : %@§M01049A000800140007-1



cppph -
Approved ForRelease 2002/09/04.?&10P79T0104‘32\000800140007-1

%

Takle 3

Planned Savings to the Population from Price Raductions in all
Marksts in the USSR.” (in Billions Rubles) '

Tt 5T Teores | Tlarned Javings Lo the Population from Frice Neductions in
BReducing Vericus Retsil Trade Markets,
Consumers' Ocods| From State  From Sts’c? ~From Coops From Total
TR Prices Markets & Coops & Kolkhog | Kolkhoz | From
kHarkels Harkets Market All
- - Markets
lh E‘waer ‘ - - . - - ‘ . -
10 lpril 570 Ho Ks 29.0 T A 86.0
1 Harch L8.0 He As 23.0 o As 1.0
1 Harch 80.0 K. As 30.0 N ’1' 110.,0
1 Harch He Ao 2?55 H, A, Tla 3"-5
1&?1‘11 No As 2300 Ne As 5‘0 .. 28¢0
1 april N A 16,0 NeA | T0 | 530
A

estimating retail trade in thezs years was different than the method of eatm_,t'ting .
retail trade from 1548 through 1952. These estimates which m made in Table /
L indicste that retsil trade plans wers realized only in 1950 end that the only serious
shortfall from planned levels occurred in‘ 1948, While some of thevreasgnf 'f:'or
failing to realize retail trade plans was due $o the unwillingness orr;éihe pepulation
to accept shoddy or belew quality goods, the restrictive monetary policy ';ollomd
by the government after the currency reform caused SOMme of the trade

# i
plan shortfalls, especially in 1948, It will be noticed from the following z:tlbll,

however, that except for 15L8, the retail trede plan never fell below 95 percsnt,

& trend which will probably continue unless the Soviet Union becomes involved in a

major smergency at some future date.

Y0 Ts assumed that there wers no savings to the population in 1947 and that “
b;thsétho 1947 and 1948 price decrees resulted in savings to the population
# Beposi% T ngf%a%x% l%i © R90ZM004 - ClARRET TAIASA0RSA0 640687 surchases

out of current incomes. - Ga

o N
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Tavle s

Indloated Fulfillment of Soviet State and Cooperative Retail Trade

Plan, 19L8-1952 y
Year Parcent Fulfillment of Retail Trade Plan
1546 88.4 /
19}3? ’ 97.1
1950 100.9
1851 $7.1
1952 957

2. BRetsil Prices of Canwrt' Goodse

Price information is lscking for daﬁailad analysis of major policy
ohanges and their implications., However annual sverage estimstes of retail
prices are given in Table 1, and Table 3 gives the dates of the annual reteil
price reduction in the USSR, The following table ie an estimate of the
magritude of theseprice cuts adjusted to an annual basis.

Tabls 5.

&

USER Average of Retail Price Reductions of Consumers! Goods, 19481953,

Year Average of Price Feductions
1948 t#
195l9 12
1
1950 - T
1981 6
5
1952
1953 10 (preliminary)
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This estimste of the averzge retail price reductions show that prices
are less than half the level of prices in 19L7. And, as wage scales have
vemained unchanged since 1946, it is indicated that there is a real increass
in the purchasing power of the Soviet citizen. At the same time, however, the
fsot that consumera' goods prices are reduced shows that the State hes sgain

ghined snough control of the pmeduction of consumers! govds to pursus & poliey

of graduslly eliminating the fres Xolkhoz merket - & policy which was pursued

in ;2;;;»;;;«1-,-1}_930*5 when ,tha proportion of Kolkhos trade tu total trade dropped
from 18 percent in 1933 tovié.s percent in 193?.1/ This is borne out by the
fact that while the agricultural population is sble to buy goods cheaper it
il:# sells its goods at a ehenﬁr pricq,z resulting in reduced cash incomes.
This bscomss more npparan;k. in 'hble & which shows that the priéas of foodstuifs
has fallen faster than the prices of manufactured goods, items of which bulk
lsrge in fammers' purcimaem fable 6 also shows that 1953 pries? are siill
well above the prewar level of 1937, and at the current rate of price
r!dnctiom, 1t would t.;ake' anothey decade of amihrApricn reductions to reach
the level of 1937,

Further implications indicate that price changes are influenced by the
t

*

‘plsmners! preferences, by’ the increased availability of supplies, and of value

2

both for foreign and for domestic propaganda. The varistions of prices within
the group :ﬁ:dexu show the effectiveness of regulating sales. For example, ths
planners mey make garments cheaper than textiles to encourage the buying of
clot.hing» rather than having t;'ze populetion meking clothes at home so that the

housewlfe is fresd tobea member of the labor force (prefersbly the industrial

Laborifpresed F RIS Doturidth OB KBV CISh 5584581 3580 FrrPebly ained
¥ As opposed to consumers' prefergngege ?E{;B{%
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&/
Eetail Price Indexes of Consumers' Goods Compared, 1948 and 1953
(1937= 100) |
Commodity Group 19k8 1953
I. PFoodstuffe, total 33k 170
Oraine and legumes 28% 130
Meat and meat products 393 170
Fish _ 307 180
Sugar 365 260
Confectionery 2kl 150
Fats, including butter 309 150
Milk and milk products, exal, butter 260 1%0
Egee 261 150
Fruits and vegstables, incl. potatoes 299 10
Salt 1,36L 250
Tes and ooffes | 197 100
Alcoholic beverages 529 270
II, Manufactured consumers! goods, total 285 200
Textiles | 322 210
Garments 220 150
Knitwesr b 250
Shoes . 238 190
Haberdashery and notions Le? 280
Boap, drugs, etc. 368 180
II. Housewares 282 180
Reading natter 227 220
Oultursl and sports goods 299 160
Building materials 252 180
Kerosene and matches 31 2ko
Tobeooo producte _ 231 128
B
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&t discoursging ccllective farmers fron diverting too much time to their private

gardens. This would also indicate & greater savellability of these goods. And,

at the same time these price cuts @2llow the Soviet government to hold up its

systen ag @ model before the world, in respect to the benefits received by the

workers in the USSR.

3¢ Organizational and Conceptual Developments Since 18L5.

The combining of the Ministry of Internal Trade and the Hinistry of

Foreign Trade into the Hinistry of Internal and Forsign Trade in March 1953 was

the largest single administrative change since 19L5. This s an organizationsl

shangs which probably will not affect the average citizen.

In 1946 Consumers' Cooperatives were permitted to reestablish trade

1/

in urbsn centers after a lapse of eleven Yoars, This move was msde to supplement

State retail trade, which was unable to supply the total needs of the urban

population in the esarly postwar period. Although it Baz not been announced officially,

it appears that the Consumers! Cooperatives have again Yeen confined to the rural

areas since 1549,

Before the beginning of the Fifth Five Year Flan {probably 1950) the

Central Staristical Administratian issued new instructione broasdening the Soviet

S oS

concept of retail trade, and which for the first time introduced inte retail

trade gccounting the following itemss

1.
2.

3
k.

The receipts of craftshops for the repair of goods for the population;
The receipte of craftshops for the raking of clothing and footwesr from
materiel supplisd by the eustomer;

The eales of agriculturel products, cattle and poultry, direct from
Sovkhoges and "auxilisry” enterprisea; and,

The sales of houses and  dachas,, 12/

It is implied in this brosdening of the retail trade concept, that the State is

obtaining more direct control over minor economic sctivitiss whieh have incressed in

For Rele 04 : CIA-RDP79T01049A000800140007-1
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st111 somewhat "ospitslistioc® if it is the dosire of the Soviet suthorities.
B. Production of Consumers' Goods.

1, Bstimates of Consumers' Ocods ‘roduction in the USER.

Total production of c-anaumarz* goods is not available. According to
Soviet classification, total consumers' production comes under the headings;
"Industrial (Manufactured) Consumers' Ovods Production* and "Agricultural
Production.® Table 7 gives several estimates of the level of consuners' goods
production and the percent of total industrial production of industrial consumers'
goods production, Other sources provide estimates in absolute terms for individusl
items and groups of items of 30?10&'.. consuners' goods production.

Despite extreme shortages of consumers' gooda the Soviet govermment
continued to emphasize industrialisation of the capital gocods industries during
the period of the first postwar Five Yesr Flan, While it is true thet industrial
consumers' goods production has increased each year, it will be noticed in
Tsble T, that after the initial stages of recovery, gtress is 8till placed on
heavy indus:ry and that oconsumers' goods production in propertion to total
industrisl production has declined each yesr since the end of 15L7. Aa has been

(other factors, such as, demand and quality remaining constant)
pointed out above,M the price index clesrly implies that more foodstuffs have
besn maéo available than menufsctured consumers' goods in 1$53 ss compared %o
1918, Another indicator that Soviet poﬁay has not changed from favoring heavy
industry is that investments are made primarily in heavy industries, rather
then in consumers' goods industries and it is noticesble thai gains in the

consumer field have been modest comparsd to total production..
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Table 7
Estimates of USS5. Consumers' Goods Production Compared and an Estimate of Industrisl
Consumers! Ocods Production As & Percent of Total Industrial Productiem, 19L0, 15LS

through 1952, 1955 Planned, and 1957 Projecteds

‘ 5 ~5/

Yoar Bergeon Eutimteuy Orr Estimates Y Malenkov Estimate of the
Indust, Agric. Indus, Agrie. Index of Percent of Industrial
Censumers' Prod Cons, Prode Industrisl Consumers! Goods of
Goods Goode Consumers’ Total Industrial
Pred, Prod. Goods Production

: Pmducst;?_
{in billions of tin percentages) {In percentages; (in percentages)

1926/27 rubles)

L0 sk a3 115 11k 100 : 38

15L5 31 He Ao 58 85 59 25

1516 K. 4, Xe Ao 73 91 Ki 35

1947 N. 4. Ne Ao 8k 96 82 3k

1948 Ho A4 No &e 100 100 99 33

19k9 N. 4. N. A 15 108 107 29

1950 68 29 C 126 110 123 28

1551 K. 4, He Ao 136 116 13 28

1952 Ne Ao N. A, i, A oo Ao 156 27

Plarned 65/ e/

1955 W. A, N e 1Bg As 1Ny A. b 22

Projected .

1857 B, A, e A, 203 152 H. A No A

&/ AL figures this source are actusl except 1950 which is plammed. 1L/
b/ ALl figurls this source actual except 1957 which is projected. 15/
g/ Official stietement at the 19th Party Congress. ;é/

4/ See methodology.

8/ Extension of Malenkov data according to plenj see methodologye

§
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Agcording to Bergson, the plenned production of industrial and
agricultursl goods on a psr capita basis were only about 20 percent above 1540,

The latest Five !ej;rf Plan proposss ineresses both of the distribution and
of the production of consumers ;oodt.ly Until the April 1953 price decree, sales
statistice indiosted that the tempo of increased distribution had siowed down
somewhat in 19%1 and 1952 am compared to 1950, But since the latest price
decres may spproxivate the mmgnituds of the reduction reached in 195Q the volume
of 1953 vetail sales should increass, Thus the production of consumers' goods in

1953 would also have to be incrsased,

y Tt should also be noted that other fastors, such as boundary changes, overstate
the 1950 levels, ’ ’

-12 -

Approved For Release ZOngffFIA-RDP?STM049A000800140007-1



25X1

Approved For Rélease 2002/09/04 : 79T01049%000800140007-1

Q

CIA-RD
iakiEa)
R

x

[y ige}

N

r

"2

£

2. Orgenizationsl Developments in Consumers' Bocds Production Since 1945,

For consumers' goods production organisaticnal developments, other than

those alresdy mentioned above, ses the other HR ccatributions submitted 25X1

It hes been indicated above that the standard of 1iving in the USSR has
increased since the period beginning in 1945, Available data are insdequate to
permit construction of an over-all index of the standard of living, However, the
tmd of prices illustrated in Table 1, indicates an upward trend in the Soviet
-w of living, This index represents pricee of goods sold in retail trade,
it 1s probable that other services and benefits received by the Soviet citizen
have aleo tended to rise. Other paynenta out of income received account for as
much as 30 percent of total incomes  This 30 percent of income ascounts for
housing, ﬁnt,‘ ;t’aan, deductions, contributions and other expenditures. At the
same time, some State services are rendered free, or at reduced rates, such as
medical trestment, recrsational facilities, rest home visits, etc. To what

extent these services and goods balance is not kmowne

-1 -
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A brief survey of housing in the USSR shows that housing is still an
item of eriticel shortage in the Soviet Union, On the other hand, it is indicated
thet there may be & alight incrsase in the availability of living space by the end
of 1955 both in sbsolute and per capita terms, Even though there is now a base for
stepping up ;'Iunlling construction to & marked extent the current plen does not
provide for the level of housing conditions that existed in 1926, when per capita

2/
housing space was roughly 6 square meters per person,

In the existing stringent, though improving, housing situation, the
Stats has controlled distributiox;x of availsble housing resourves. The relationship
of work and allogation of housing requirements %o key workers, makes housing one of
the inetruments for increasing the produetivity of labor and building up permanent
staffs in industry,

2+ Urban Housing.

Urban housing construction under the first poatwar Five Year Plan smounted
to more than total cumulstive urben housing in the USSR from 1928 until the outbresk
of World War II, thus more than compensating for the wayr time destruction of dwallj.a;

#
unitse At the very most it is estimated that by the end of 1955 there will be only

bok square M&G!‘l" of living space mpur urbsn dweller. Since the ntiut"a» does not
inelude allowsnces for detsrioration ;f existing units, or the reconstruction and
x‘uhabilitatian‘ of old and destroyed units included in the officisl figures, it is more
than likely t#st urban housing s below or about the same as the 1540 estimamte of 3.7

Squere meters per urban dweller.

¥ m !m’. Bc
" ?::;ﬁ §§§;f§£m°m °;12§§%$ﬁﬁﬁ%9%ﬁ%ieﬁ%mmﬂw- meters of

##t Living spaced does not inoclude the co tion of space for halluays and toilet
and kitchen facilities. nsmkt‘r
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Table 8

 Housing in the USSRt Planned and sctualj Public end Private Houses, and Square

22/

Meters of Living Space per Urban Population, 1938-1955.

. % ;
LEAR Added Living Spucty IndividullJ Indicated Square Meters of
. Living Space per Urban
Potal Publie Private Houses - tion
e UNRILITE
(in mill. square meters)  cumulstive) (ownulative)
1938-19L2 [P 450 | 35.0 10,0 L VO M. A.
stual 3040 ] Nk Kahe Ne A ] Ko 4o
3.9!10 jotusl Te _ Neds Hods 1.26 ‘ 3.7
hols  lhotual | Ruas [ Mok ! Mo Al Nehs 2.5
1916 Plan | 9.8 | H.A K. ke | M. N.de
!Actul 6.0 - 610 N. A. Rodeo : Hl.A,
19k7 |Pram | 13.8 [ 12.8 1.0 Noke Hoke
, Actual 13.0 9.0 h.O H.he : Hedo
1$h8 le EALU | ﬁu\. u. A‘ ,N-.&. ““l
Aetual 32og 30.0 2.0 1.6 HQ*:
19’49 Flan Hede | Hehs Re A, ﬂoﬁ;o Hehe
" {Aotual | 22,0 Nehe - He ke 2.3 1 . ek
1950 Plan ﬁg*o Hedo N As ] NeAe ; H.A,
Aotual 28.0 ) N.heo H. A, ; 207 : 3»6
1946-1950[Plan | 8hak | 72h | 12.0 34 Kol
‘th]: 101.0 ) %.h . 1308 2.7 Redko
1951 Plan N.A. NoAs Ne As ‘aAo vi . Y 8
Actugl 26'0 N.4. B, A. 3.1 : Rile
1982 Plan N4, NeAs R.A, | 7% 18 . N.hs
Actual | 28.0 N.A, | PY. B-Ay . kel
1951'1955 m 1&5.(} ﬂ'AQ ' Kp.&. -] qu‘ hik
! i

i

Space for hallvays and toilet and kitchen facilities are not included, but the
reconstruction and rehabilitation of existing units is included, :

b/ Rural house built and reconstructed since 1915

Total cumul:iive added livi‘bg space 18 divided by estimated urban population
to obtain square meters of living space per urban population,

-

7 @‘{]
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In Table 8 it is spperent that ths Fourth Five Yoar Plan wes excesded
by 18-20 percent, nd that the housing construction industry demonstrated that it
1s capeble of providing up to 30 million square meters of dwelling sphoe umuany..
On the basis of existing housing norms the mmeent rate of housing construction
will ascomodate batween 2 to 3.5 million persons per anmi, which is about the
aﬁmﬁd growth of the urban population. Thus, contrary to official announcensnts,
it 12 indicated that the rate of ver eapita urban housing fecilities to be constructed
will rempin constant over the next few years

3« PRural Housing.

' Until the period after Vorld War II, rurel housing mmwmmi
been under direet control of the State and repressnted the personal property ol 1ts
oocupiers. However, in view of the magnitude of antm and now cmﬁx;mtim,
govermment assistance wis indispensable. Under the Fourth Five Year Plun, the total
volume of recenstruction and the btuilding of new dwellings in el aress, at the
individual's expense and with scme governuent loans, was £ixed at 3,400,000 houses
(including 2,240,000 in the ‘ormerly osgupied aress). By ths end of 1951 the mumber
of private houses reached 3,100,000 (ocumilative)s It will be noticed in Table 8 that
private housing aotivity did not inorease very noticeably until after the epecial
Legislation passed on 26 August 1948, conceming the righte of sitisens to purchase
and bulld individuel hcmea.gl During the period of liberstion up to the end of
1948 it is estimated that the destroyed rurel dwsllings in the liberated districtis had,
h:rvm'l 1srgs, been replacsd, and the entire population had been transferred from

<74

temporery to permanent dwellingse.

asoane '3 3 War destroyed urban housing had been completly
reconatructed or rehabilitated. Howsver, it should be noted that the 30 million

m meters figure iz based on 1550 and includes rehabilitation of deteriorated
e

-1 =
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l» Expsnsion of ths Building Materisls Industry.

In order %o sustain the rehousing progran, the Fourth Five Yesar Plan
aontaine:d appropriats provisions for the rehebilitation and the expansion of the
building materiasls industry. Altogether the first postwar Five Year Flan for the
expansion of building materials was fulfilled to the sxtent of 97 percent.
Production of the principal types of bullding materials are listed belew.

| Table §

25/

Production of Building Materials (in mill, of units)

Yoar Soft Felled Sawn Cement Bricks Slste Window

Roofing Timbey Timber (total Glass

(rolls) (total) (tons} oupnt; - (sheets)
{oubis neters) {thous. {sq. meters)

WO S 233 289 5.8  Te2 205 L2
19kL8 Ne A, 138 - Ns A, 1.9 1.6 70 2L
1946 k.8 139 - Ne Ao 3.5 2.5 150 4o
19h7 6,1 178 K. A L. 3.3 . 200 L7
1948 ‘ Te3 - 212 Ne A 6aT Le? 270 87
15k . 9.0 233 N, Ay 8.k 6,9 - 370 12
1950 10,5 2his - 38.0 10.6 8.6 kLo 79

5. Allccation to Different Social Groups.

In the Soviet Unicn numercus ways have been perfected to attract
specialists to work’ for the regime and to divert labor to the favored industries.
According to law, specialists have the right to sxtra dwelling space and labor
is m‘dncaé to accept work where housing is made available by the individual factory
or by oche of the State industries. In the latier cmes, Soviet "help wanted ads®

point out that housing is & very valuable inducement to recruiting new workers and

Approved For Release 2002/09/04+ ;Ql%%D}P?BTM049A000800140007-1
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snd employses. Discriminetion in housing allocation by type of work is
particularly noticeable in case of coal miners who received 7 million square
n&teragg of new dwelling space in the period from the end of 1947 to August 1959 «
this amounts to about 5 percent of total State housing for lsss than 1 percent of

the urban population,

¥ Bee Table 10.

- 18 =
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Table 10

Some 1553 Soviet Help Wanted Adss Typs of Work, Employer, Place Adveriising,

&/

and Accommodations Provided.

Acccmmcdations
Type of work Employer Flace Provided
. Advertising i
A
Skilled & unskilled  MHinistries of Forestry, Sunny Oblast Space with bed and
Coal, & Censtruction RSFSR © other facilities
Laborers & losders Fishermen's Consumers Union Primoraki Dormitory  Hone
& the Ministries of Forestry Erai,
& Coal RSFSR Space with bed
8killed & vnskilled Ministry of Labor Reserves Tambovy Boarding Apartzents
for the Ministries of Oblast, House
Forestry and Cosl and RSFSR
Truste of North Forest
Transport
Conptruction Hinistries of Constr., Kurgan Dormitories Private
workers HMachine Building & Forestry Oblast, rooms or
RSFSR housing
nade avails
able on
long term
loans
Skilled & unskilled  Ministries of Metallurgy, Moldovia Hostel Housing
Maritime Fleset and River
Trans., Agris, & Pro-
ourement, Constr., Coal,
, 041, Light, and Food.
Unskilied mele & Ministry of Labor Reserves Chkalov,  Space with Flats
famale constr, RSFSR bed
workers
Skilled & uvnskilled  Ministry of Forestry; & RSFSR ~ Apartaents
Machine Puilding house
8killed & unskilled - Stavropol Forestry Btation Stavropol Space with bedding
' Krai,
RSFSR
Peinters, joiners Construction Trust Kirovgrad Hotel H. As
& unskilled Oblast,
Ukraine
Senior accountants N. Ae Primorski Dormitory
loading section Xrai,
supervisors, ete. RSFSR
*
Locksmith trainees 'ndustrial Training Cembine No A,

1 for deaf mutes

¥ I ey 19%3.

Yoreshilovgrad Free
Ukraine

Communel
dwellings

LY
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Scme 1953 Sovist Help Wanted Ads: Type of Work, Buployer, Plsce Advertising

and Asecomodations Provided.
Aemnda?ém
Empl Flace __ Provid )

’fm of work proyer Advertising SIEEI; Varried
locksmiths, # ¥. & Primoyskl Flats
teshniclans, carpenters g:su,

Joiners, plastsrers, and FSR

Mmflding superintendents . ‘

* .
t8
Senior sconcmiste Lesosavodsk Primorski Aperimen
] and Artem Torgl Krai, RBFSR
1)

Senior accountant, Ne Ae Primorskl Dormitory N Ao
female typisis, . Krai, RSFSRE .

eonstruction

engineer,

warshouss help,

anéd loaders

I3 Vay 1553
#% 20 May 1953

- D .

Ly ~
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E. Monetary Folicies. -
1. Swmsry.

Since the monetary reform of December 1547, the Soviet government has
apparently controlled inflationary pressures which result from emphasizing rapid
industrialization, Despite Soviet theoreticlsns claims that money 1s unique in &
collectiviet society, the fact is that exchange is made by the use of money. As
long as the wage fund is not equated with the availability of consumers' goods an
inflationary gap 4s crested in the form of savings and cash holdings. The 1947
eurvency reform was designed to sliminate this gep which had accumulatec during the
war and the immediste postwar period. While meinteining the pruposea of this currency
reform, ourrent incomes have apparently remained high and the prices of consumsrs!
goods have been reduced each year indicating that & larger volume of consumers' goods
has been made availadble. In terms of foreign currencies ths ruble was revalued
upward in 19%0. This had no effect on the domestic economy, and has, up toc the

#
present time, had only propaganda valus,

2. Money
During the war and until December 15h7 the Soviet government did not
nake full uss of the means available to combat inflation. Theoretically the Soviet
i
planners could have controlled inflation by changing texation rates (particularly
the turnover tax rate), restricting industrisl short credits, holding wages, etc.}
however, like other governments, with the seme problems during the seme pericd the

Soviets submitted to inflationary pressures by permitting incomes and prices to

spiral.

¥ FEven within the Soviet orbit the ruble is used only &8 a unit of account
#% Bince the population's hoard of cash and savings had increaped during and ;Rer the

war, any increase in tax rates would have had to be aimed ab fore
divest themselves of their acoumulated assets, ing the pecpla to
Approved For Release 2002/09/04 : CIA-RDP79T01049A000800140007-1
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The only sttempt to reduce ths inflationary strains on the economy
before Decenber 1547 wam the decrss of 16 September 191;6; which increased the
prices cf netional goods sharply, generally reduced ration allowances, reclassified
dounward the ration statui of gertain groups, but increased wageag. This action
perallellsad the decree that terminated raticning and the multipls price systems of
19281935, iicrp drastic steps were not taken at this time due to the poor harvest
in 15kée

Rather than let prices seek their own level or astablish & higher
level of prices and wages, the Soviet government on 1l December 1947 (effective
16 Descenber) Teduged excess purchasing power and reduced currency in circulstion

29
by &n estimated 90 percent, If prices had been left to seek their own level, or had
prices and wiges been adjusted upward, cash: lbldings :ould have been left untouched
B
and the peasant would have been left in & relatively advantagecus position. Kore-
over, the cost structure and tax rates (especially the turnover tax rate) would have
had to be changed,

Table 11

Estimate of Soviet Currency Reduction by Refomm of December 191;7.5/0 J
in Billions of 'cld' and 'mew' rubles)

Be Decenbe Cancelled o Decrees January 19L8
o, T Imﬁons o% ru%!u} {new rubies)
L20 8 L2

Kote circulation

State loans 150 100 50
Savings accounts 10 2 8
Total 580 Lgo 100

8+ All figurse rounded,

# An adjustment in prices and wages reducing the purchasing power of excess money in
circulation and placing currently earned incomes at a decided advantage would not
have affected the relative distribution of purchasing power between the different
groups of the population} 1.e. » the peasants and other cash holders would have
remained at a relative advantage compared to the industrial workers,

.22 -
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Officially it was admitted that there was excess currency in
eirculation, and that there had been a decline in consumers' goods production.
Since current money incomas of the Soviet citizen remeined constant and prices were -
:;adueéd, it is concluded that largs volumes of consumers! goods were made avallable
tc the publics At the same time, hovever, the main feature of this decree was simed
at reducing the cash hoards of speculsters (primsrily farmers, who had been selling
food at very high prices),

Table 12,

Estimate of Currency Circulation .ﬁ; the USSR,
1940 and 1545 to January 19k8.

~End of Yesr Notes in Ciroulation (Bill. Rubles) -
| 19k0 85

L5 3o

1946 385

197 L20

1948 (Januvary) L2

The price cuts and high incomes imply that efficiency and productivity

have incrsased even in the fleld of consumers' goods,
3« Bavings.

Soviet policy has always aimed at encouraging the people to save. But
since the Soviet citizen has little fear of unemployment and ﬁu at least minimel
ascurity if covered by the widespread system of government pm;icna and side to
disabled workers, there is little motivation for personal nvﬁgl.

The volume of deposits has inorsased each year mmé Q:tor taking into

*
sceount the reduction of savings resulting from the currency reform in December 1947.

mlbh 13.
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Thus official policy was clearly designed more to wipe out cash hoards than to reduce

saving bank deposits. According to the December 1547 currency decrse, savings

x/
accounts in poveimment banks were converted in the following nanner:

Size of Ruble Accounts 014 Ruble New Ruble
up 4o 3,000 1 1
over 3,000 up to 10,000 3 2
oyer 10,000 and up 2 1
Tabls 13

Savings Deposits in USSR Government Banks: Selected Years (Bill. rubles)

Yoar SBavings
end~15L0 Te3
nid-l%&l 6. 8
6&1&-19&6 ) 9.0
nid-19LT 13.0
r3d-1550 : 170
beg~1951 18.5

Y« ‘The Uold Rubls.

The 1947 currency reform did not call for & change in the foreign exchange
value of the ruble., According to unilatersl declaration of f,ha Soviet Gavymt
established the value of the ruble during the psriod from 1537 to 1950 at 5.3 rubles
equal to one US dollar. By the dearee of 28 February 1950 the ruble was placed on &
gold base equal %o .202168 grams of pure gold, or l; rubles equalled US §.

Official¥ it was claimed that Soviet retail price reductions snd the
devaluation of other national currencies had increased the value of the ruble. This
statement ignores the fast that the ruble was overvalued in the first place. However
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this move waz probable of great propsgands velue both &t home and abroad., In its
relations with other Communist countriss the ruble has attained the distinction of
*
an internationsl currency. Other reasons for this move of placing the ruble on

the gold siandard remain speculetive, but, in any case, this step has litile or no

influence on Soviet Union-Western financisl relations,

* Em Though aamm;; countries cerry on foreign trade in terms of the ruble,
the ruble remains only a unit of account since pricing is based on world
merket prices amdithe goods exchanges sre made on & dirsct barter basis,

- ?5 -
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¥, PFiscal Policies,

fagoal [o12029%
1. Summary.

Availsble budgetary data reveal that the USSR has been sble to maintain
an expanding "guns and butter" economy in the postwar period, This trend has been
mainteined every year. The Soviet Union outlays for industrislization and national
defense sccounted for 62 percent of total 1951 expenditures. On the revenue side

%
of the budget income from turnover taxes (sales taxes) have increased each year
except for 1950 despite the ennusl retsil price reducticns. During the period
from 1947 to the end of 1551 turnover taxes have dropped from €0 percent to 0
percent of total State income snd from 70 percent to 50 percent of estimated State
and Cooperative retail trade, This decline in the significance of turnover taxes
indicates an 3.uomsabd consumption of consumers! goods, since consumers! goods prices
have been reduced annually and the value of retail trade has increased each years

Sinece 15L7 both wholesals and retail prices have been reduced and thers
has been no evidence of major changes in tax retes in the last few years, the high
level of profit taxes and the yesr to year increascs in the level of personal taxes
(even in 1550) indicate that the material welfare of the porulstion is better, or at
lsest no worse. In such a situation & decrease in the profit revenues level would
refiect & drop in production and a dscline in personal taxes would mesn thet total
intome had fallen offe

Assuming no compensating increases in tex rates, or increases in prices,
the relatively mmall amount of the 1953 State loan portends & further increase in

the availability of consumers' goods, In the past these loans have served the purpose

of "sopping up" the excess currency in the hands of the population.

¥ Tumover taxee are computed &8 varying percentages of retail prices.
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2, The Soviet we .

The Soviet budget summarizes the results of ths most important sectors
of the economy in the USSR in terms of rubles. Ae & comprehensive national budget
14 peflscts in financial terms the distribution of national resources as projected

in the various Five Year Flans.

#*

a. Expenditures.

Thers are no detailed dats avallable on Sovist budgetary expenditures.

However, the bulk of these expenditures come under the categories, "National Economy"”
ot

s

-
and "Defense”, THversion of & large percentage of resources %o investment

("National Economy") and national defense outlays neceszsitates a hocvy tax burden

en the population if inflationary consequences are to be svoided., Expenditures for
the "National Economy" by the end of 1951 have more ihan doubled in monetary value
over 1915 and since 1947 have sccounted for 36-L0 percent of total State

expenditures. At the ssme time outlays for national defense as planned in 1952 are
approaching the outlays made in this category in 1945, the lust year of World War II.
These expenditures tended to decrease &s 2 proportion to total budgetary expenditures
each year from 19L% until the end of 19L8, and since then have shown & slow but steady
increase in proportion to total expenditurss each year rising from 18.1 percent in
1548 to 2) percent of 1952 planned expenditures.

b. Revenues.

Here agein there is no detailed breakdown, but this side of the budget

reveals yields from State revenues have inoreased each year in the postwar period

oxcept 1950 when total receiptis dropped 3.4 percent below those of 19L9. The

% Dee Table 1l

o Othzr expenditures account for relatively small proportions of totel governmental
outlayse .
Approved For Release 2002/09/04 : CIA-RD%?EEﬁﬁA000800140007-1
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Table 1L 3
Soviet Budgetary Expenditures, 1910 and 19!15-195;

who 1oks 1sh6 sy 1908 sy 1950 19l 1982

Plan
In Billicns of Fubles
National Economy 68,3  Thok  95.7 132.7 175 16h.h 153.7 179.L 180.k
Sceial and Cultursl 10.5 62.7 80.L 106.5 105,86 116.0 116.8 118.9 12L.B
Defense 66,7 128.2 72.6 66.h 66.8 792 82.9 96,1 113.8
Administration 6.8 9.2 116 13,0 131 155 13.8 :us.ab .k

[+
Debt Service snd other  11.6 2h.0  L3.8 L2.6 35.8 37.2 Ll 323 k3.5

Totul 171%-3 298-6 3014-1 361.2 368.8 mlj hl?.? Mﬂ--} 15?609
Percent increase over
previous year 11.h 1Ll.h 1.8 18.7 2,1 1l.8 0.1 1.0.6 10.8

Flan
In anat of Total
ures
¥aticnal Eeonomy 33k 2hk.9 31.5 36,7 L0.O 39,8 3s.1 LCe? 37.8
Spciasl and Cultural 23,5 2.0 26k 29,5 28,7 28.2 2B.3 26,9 2642
Dafense 32.5 2.9 23.9 18.k 18.1 1%.2 20.1 21.9 23.9
Adrinietration 3.9 3.1 3.8 he2 3.5 3.7 1.3 3.2 3.0

Debt Service and Other 6.6 8.0 1ok 118 5.7 el 10.2 7.3 %

Totel 1000 100,0 100,0 100,0 100.0 100.0 100.0 100.0 100,80

8/ Plannad
b/ Flanned
¢/ After 1940 includes appropriations to the Hinistry of Security and outlays for soclal

insurance, communal servicea other than heslth and education, and outlays on capital
account realized from capital transactions with the banking system.

- 2B -

Approved For Release 2002/09/0&F§&E§PP79T01049A000800140007-1



Approved For Refease 2002/09/04 : CIA-RDP79T01049A600800140007-1

SECRET

Table 218

7
Soviet Budgetary Revenues, 19L0 and 15L5-1952

L0 w5 ke w97 18 k9 1950 1951 1952

Flan
In Billions of Fubles
Turmover tax 105.9 123.1 191.0 239.9 27h.h 2U5.5 236.1 247.8  260.0
Frofit taxes 21.7 3-609 16,2 223 96-5 h2.2 l&oth b?os 6118
Parsonal taxes 5"4 3908 ?.2«? 2&.9 33-2 33.7 35.6 33.9 h?-h
* Losns 1.5 29,0 20,7 25.7 23.9 27.6 31.6 36.8 L2.5
Soclal Insurance '
snd other y 3.7 23.2 7241 69-3 770}& 88.0 79.0 Q1.7 97.1
Total 180.2 302.0 372.7 385.2 LOB.L L37.0 L22.1 L68.0 508.0
Percent incrosse over
mﬁ@ﬁ. yueay 1}.-6 11,2 10.? 11-9 10.6 10-7 - 3-11 11.1 1@.9
1gk0 1945 agh6 19L7 19h8 GO 1550 1gEL 1552
Flan
In Percent of
0 ?MO!
Tm@?ﬁr tax Saas 5902 5‘5’.2 62.3 ‘ 60.6 5602 55-9 52-9 5101
Profit ’th 12.0 5-6 5.0 £.8 605 G a5 10.2 12.2
Pargsonel taxes 5e 13.2 7.0 T3 8.1 1.7 3-1& Tk 9.3
Losns 6:2& 906 60& 6-7 5¢9 6.1 7»1& ?a9 813
Social Insurance
and sther 1?16 30«& £2e3 ;._8'0 v}_?.O 20,2 18,2 l?cé 19';._
Total 100.0 100.0 100.0 100,0 100,0 100.0 100,C 100,00 100.0

5/ "Othep" includes incoms taxes mnd other taxes on State and Cooperative snterprises
and organigetions.
After 1940 this cetegory includes revenues from Machine Tractor Statione, taxes on
sooperstives, local taxes, feea, forestry taxes, and non-tax revenues,

- 29 -
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expansion and shifts in proportion to the total of the component revenue categories
.u shown in Table 15,
(1) Turover Tax.
Turnover tax, the chief source of government revenue, revesls
Soviet policy to use indirect rather than direct taxation, However, since 19L7 this
source of State income has dropped in significance both in propertion to total

revenuee and total estimated Stats and Cooperative retail trade.

Tabls 16

_Turnover Tex as a Percent of Estimated State and Cooperative
Retail Trade, 15LO and 19L5-1952

Yoar Turnover Tax as a Percent of Retail Trade
15ko 60
1545 63
19L6 70
1547 71
1948 N
19ky _ 62
1950 | 53
1951 51
igs2 52

s/ Minor discrepsncies sre due to roundinge

In 1947 the amovnt of turnover tax accounted for 62 percent to total State revenues
and according to the 1952 planned budget this source of revenue had declined to 51
percent of total State revenues. As & percent of sstamated State and Cooperstive

retsil trade turnover taxes have decling from 71 percent in 15k? to 51 percent of

the 1952 plenned revenue®®s Tuig drop in the significence of the proportion of the

turnover tax to totsl State revenues and to total State and Cooperztive retail trade
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indicates the output of the consuners’ goods for sale to the public have increased
since consumers! goods prices have been reduced annually and the value of retail

trade has increased each yeare
every year since 19L7./\However, it should be acted that the planned gosls for the

turnover tax revenues have only been realized and exceeded in the years 1945 and
1961 - in 1945 the yield of State receipts from the turncver tax exceeded

»
expectations by § billion rubles, and in 1951, by 1.9 billion rubles.

s Table 17

3
Planned and Actual Turnover Taxes, 1940 and 19L5-19
(in Billions of rubles)

Toar Planned Actual
1540 ‘ No Ao 105.9
1945 118.1 123.1
1946 ' 200.8 1510
1947 25k 7 239.9
1948 280,1 el7.h
19L9 262,82 2Li5.5
1950 238.4 236.1
1951 2hlie6 2L17.8
1952 2600 N &

Thus while the State has been abla to meet ils requirements for finsncing and seeing
to 1t thet its program for expanding the capital goods and militery industries has
been fulfilled, the consumers' goods industries have generally been allowed to fall
behind planned goals, This also indicates that the planned gosls for retail trade
P
turnover have not boen reached due to a shortfall in consumers' goods production.

Other major developments affecting the level of ths turnover tax haa been the

3
abolition of this tax on producers' goods (except petroleun products) on 1 January 19L9.

% If other factors, such &s tax rates and prices have remained unchanged, it is
assumed that the overfulfillment of the turnover tax plan indicates a poasible
inerease in the production of consumers' goods over plan.,

% Some of these shortfalls in retail trade plans are probably due, not only to &
deficifRBroved Her Belease ROPRI0N (i CHARBITST I 000808200007 1the mal~
distribution and the populace's refusal to accept eshoddy goodse

- .‘)5"{:}“:?
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(2) Profit Taxes.

Profit taxes are the next largest single source of Soviet
revenues. These taxes sre collected @t verying rates of sssessment on the profits
of State enterprises. P ofits taxes have risen from 16 billion rubles in 15L7
to & planned 62 billion rubles in 1952, or from 5 percent of total revenues 4o
12 parcent»ef total budget receipte. In the meantime prefit taxes have declined
from 73 ﬁareant of totsl industrial profits to 6l percent of total indusirial

39 |
profits in 1951, However, the burden on the consumer has not been shifted since
profits are part of the spresd between costs and retsil priges. On the other
hand, since it has been Soviet policy toqerate on low profit margins, & decrease
in the level of profit taxes would reflsct a drop in production.
<35 Personsl Taxes.

The Sovist government hag never emphasized 2 poliey of direct
taxation, Except for the year 1545, personal texes increased in the postwar pericd
both in amount and in proportion to total State revenues. In 19h7 personsl taxes
amounted to 23 billion rubles, or £ percent of total revenues; and according to the
1952 planned budget this source of revenue was expeéted to yield L7 billion rubles,
or § percent of total budgetary income, The slight rise in the significance of
perscnal taxes to total revenues does not indicate a changs in the policy of the
Soviet governments During this period thers hus been nc evidence of & genersl
incresse in personsl income tax rates on the population although the tex rates on
agricultural families was increased July 19L8. While some of the incresse in the

total of personal taxes is explained by the yearly increments to the labor force,

- 30 -
Approved For Release 2002/09/04 : CIA-RDFq@"OEﬁAOOOBOM40007-1
LI



Approved For Release 2002/09/04 : CIA-RDP79T010494000800140007-1

SECRET

ﬁ. appears that the level of Soviet personsl incomes uay have increased, or at
least, have not declined (especislly in view of the fact that tex rates wage
scales have remsined unchanged in most of tiie postwar perio&). Moreover &B &
result of the amnual price reductions, Soviet personal incomes have increased in
real value thus indicating & greater availabllity of consumer goode and services.

(L) State ons.

Loans made to the State serve the dual purpose of supplementing

State income sources and aid in "sopping up" excess dispossble incomes arising
from the heavy concentration upon non-consumption outlays of the btudget - the
latter having accounted for the bulk of Joviet budgetary expenditures. During
June, 15.3 billion rubles were collected from the population in three days on the
1553 State loan. This smount is less than half the 1952 State Loan and lower than
21l postw:r State loans, Assuming that the Soviet governmeni does not take steps
to increass tax rates, or to raise prices, or to decrease wages, or & combination
of these measures, the small size of this State loan indicates that there will be
more consumera' goods &veilable in 1953 than in any of the postwar yeurs after

World War II.

p33-
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Appendix A

Gsps in Intelligence.

There is & considerable lack of absolute data, and what data is availsble
usually inocludes no detailed breskdowns. The use of availsble data is often
questionable since accounting methods are sometimes chan-ed and the data is
not specifically labelled. Thus conclusions sre tenuous until more information

i» made available,

- 3k -
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Appendix B.

METHODOLOGY

Due to time limitation, the ssctions in this paper are 2 gompilation of
snalyses made by other sources on the subjects covered. Methods of nériving
at the conclusions (or indications} in thie paper are available in those
sources, However, the following asct;*l.ons will explain how some of these
snalyses were brought up-to-date, how additions wore made to information
alresdy compiled, and in the case of housing, how ecattered information wes
newly compiled. Methodology will not be given for those tables which are
combinations of preceding tebles, or those tables which wers drawn up by
other sOUrCes.

1. Distribution of Consuners' foods.

Except for the years 19L5 and 1946 this secticn snd Tables 1 through

l; are based on Project L8.1.k, Organization and Turnover of Soviet Hetail Trede,

———

_:_.ggs-lggz. in process of publication, and IM 37h, 'New Sovist Decree Redueing

Prices of Consumers' Coods, 18 June 1953s Methodology and sssumptions made will
be found in the appendices of these two papers.

The estimates fer 1948 and 1916 were eatimated back from the year 1gh7
by the seme method used in Soviat Retsil Trade and Prices, 12340—1953'}?' First, the
index of the volume of trade for 1946 and 1947, based on 1945 equals 130 and 1947
equals 152, Thus in 1946, volume was 1.5 percent smaller than in 1947. The
adjustment for the increase in retsil prices was L.l percent, since turnover tax
revenue would have been 1l billion rubles less in 1947 then they ectuslly were if
prices remained constent. Thus the 1947 retail trade figure of 335.6 billion
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rubles multiplied by 1h.5 percent {for volume adjustment) equals 1i8.7 billion rubles;
then 33%,6 billion robles minue 14847 BLllion rubles equals 286,99 billion rubles;
and 286,9 billion rubles multiplied by Lol percent {for price sdjustment) equals
12.6%;:#11@ rubles; and 286.,9 billién rubles minus 12.6 billion rubles equals
27ke3 billion rubles, or the current ruble value of 1946 reteil trade. With
the current value and the volume of retail trade now obtained the price index is
available,

Retail trade current value and the price index for 1945 was chtained by
the same methed described above with the following figures: volume was 2.3 percent
1ess than in 19L6 and the price difference was 8.85 percent.

2, FRetail Prices of Conmuners’ Coods.

Table 5 is taken from Teble 8 in Project k8.1 and Teble 6, from
OIR L800.52, Soviet Affsirs, "Soviet Retail Prices S¢111 Above Prewar," April 1953
axcept for 1945 and 1946 the method of which was described sbove.

3. Production of Consumers' Goods,

PThe estimates in Table 7 are explained by the sources listed in the footnotes
except for the "Estimate of the Percent of Industrial Consumers' Ocods of Total
Industrial Froduction,” and the 1955 projection of the Malenkov datas This estimate
was made by using Professor Bergson's data on the velue of indusirial production in

]
1926/27 prices based on the statemente of Vosnesensky and the Pravda, 21 Mareh

1946, figure that 19L0 incdustrial production totalled 138 billion rubles of which

oapital goods industries represented 61 percent and consumera' goods indusiries
srcent. This date wes then carried out b using Malenkov's figures which
# gﬂu Test of Ihis section refers to 1596/27 rubles only.

.-*369

Approved For Release 2002/09/04 : CIA-R@I&?&'&D; 049A000800140007-1



Approved For Release 2002/09/04 : CIA-RDP79T01049%000800140007-1

SEGRET

resulted in the statistics listed in the last column of Table 7.

The 1955 projection of Malenkov!s data was arrived at by using the planned
increasea over 1950 in an srticle by Keryagin, which stateé that industrial production

LY/

was expected to be 70 rercent higher by the end of 1955 as compared to 1950,
This proposed 70 percent increases in total industrial production reflects an 80 percent
increase in the capital pocds industries. Thus, if 138 billion rubles was the total
smount of industrial production in 1940 and 1950 increased 73 percent over 1940,
totallinduatriul production in 1950 was 239 billion rubles, Therefore if total
industrial production hes increased by 70 percent by ths end of 1955 the total will
amount to LO7 billion rubles and an 80 percent increase in capital goods amounts to
312,8 biliion rubles leaving a residual of 89.2 billion rubler of industrial congumers '
poods, or 22 percent of total industrial production the end of 1955, Howaver the
gemm sevena stated thes sormourerg! goods industrial production increased 60 percent
over 19L0 in 1950 and that by the end of 1955 production in this sector is expected
to have increased by another 65 psrcent, This last statement results in consumers*
goods production amounting to 1L1.7 billion rubles and added to the 80 percent
increase in capitel goods would amount to about LS5 billion rubles, These last
figures were not used since LS5 billion rubles would represent a 50 percent increase
in 1955 totel industrial productior over 1950,

The 1955 plan figure sdded to the column of the *Malenkov Indem of
Industrial Consumers! Coods Production® is cobtained from the above calculation of

89,2 billion rubles divided by the 53.7 billion rubles in 1940,

37 -
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L. Housing,

In Table‘ﬂ no adjustment has been made for deprecistion. The [lgures 1isted
are officisl statements and include reconstructed and rehabilitated housings, Thus
none of the figures in this tsble indicates the actusl volume of housing in the
Soviet Union.

The "Indicsted Square Meters of Living Space per Urban Population” is
teken from the estimated 1940 cumulative living space of 239 million square meters
vhich was derived by adding 10 million square meters to the 1938 figures of 225 willion
square meters, From the 235 million square meters, 70 million squsre meters wes
deducted for wartime losses and destruction an;i to this was added 17.9 million
square meters of housing which the pgovernment reconstructed or rehabilitated ag
territory was regeined, This bringe the cumulative figure up to May 195 and 4=
assumed to have remsined at this level until the end of 1945, Then the anncunced
inerements of add tional living space was added to the 1945 figure. These figures

wers then divided by the number‘nf peocpls considered as belonging to the urban

25X1 population, supplied to The 19L0 population was adjusted for

territoriel ghanges so that the housing dsta which was unadjusted for territorial
changee would be comparable to the population data, The propertion of the urban
population was then taken from the percentage figures of the census distributions
of 1939 and 1947. The 1939 urban census distribution of 32.8 percent was applied to
1940 snd the 1947 census figure of 38.% wes increased to 39 percent for 1950 and
to L0 percent for 1955.W These percentages were applled %o the cstimates of total
population, which gave urban population, The estimate of cumulative added living

- 18 -
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space were then divided by the estimstes of urban population which resulted in the
mmber of square meters of living spsce per urban worker, Since proper adjustmente

gould not be made these results are much too high,

5. Monet.ry and Fiscel Policles,

Methodology of these sections are in the sources quoted, or are

self-apparent,
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The epononde dewelopnent of the USSR durdng the postunr period
procesded under teo Five Yeor Flans « the Fourth Five Year Plan (19h6=1950)
and the FLfeh Five Yeor Plan (1951-195%).

s Pourth Five Year Flan:

The seriiest postwsr reference to gainguennial planaing in the
USER 43 to be feund in S%alin's preeelection speech on § February 1946, In
that gpecch Sholin mondloned 2 now series of five yeay plans uhich the
Commuirciat Pardy of the Soviet Unlon wos intending to wndertake in order Yo
Tuild up Rusels’s heavy industry. 5%alin worned thet wntil Wds tesh is
sccomplished the U551 could mot fecl safe against anothor attack by its
capitalist onedes, Yo reminded his listeners that he had beon vight when
be bad voleed a plailar werning back in 1920 and had launched the country
on the Firet Pive Yeur Plan, Av thet tinu, he pointed out, "tie Party koew
that & war wae looming, that the oountry could not be defendsd without heavy
dndoptry, that the devalopment of besvy induetry must be undertalen as soon
w wﬁm, that to be behind in this means to lose outd {Fanovoye

G W s ﬁﬁq‘ }.’ whﬁ, }‘!.S)

s detadls of the Fourth Five Year Flan were first announvesd at
the Congress of Soviets on 15 Farch 1046, The plan was 1o mun fvon 19M6 o
1950, It had two prinecipel objectives: (a) To restore the Soviet econory %o
3%s prewar level and (b} to surpass thet level in industrisl and spriculturel
output.

The repord of the State FMlaming Comdttes and the Sentral

Statdsticel Aduindstyation on fulfiliment of the Fourth Five Tear Flan, which
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was published in Aprdl 1951, claimed that the targets for 1950 as set in 19L6
ware senerally exceoded, particularly in gress industrial production where
sutput was said to be 73 percent greater {by value at 192627 prices) than
in 19h0, although the tarpet was only 45 percent greater.

£¢ The Fifth Five Year Plans

Por sbout 10 months after the comgletion of the Fourdh Five Year
Flan there were no indlestions thet a2 new five year plan wes in prepareiion,
This gave rlee 1o speculstion that the Soviet government hes abandoned
quinguermial planaing and that in the future smwmel plans will form the basio
nethod of coonomic planmdng, lHowever, on 20 Sugast 1952, the Dralt Directive
for the Fifth Pive Year Plan ap eared in the Soviet newspspers, This dralt
was approved without amy substantial change Ly the 19th Congress of the
Sommundsd Party on 10 October 1952,

It is Lmportant to distinguish between the directives of o plan and
the plan itselfy The Jomer enbody the bosic sconomic deelsions mede by the top
policy mkers with refevente %o the over-all growth of industry, sgriculture,
Sransportation and Yredey the relationship amony mdlitery outlays, ecapitsl
investmant, and consuwrts goods) and the peographlezl Jocatlon of new industries.
On the basis of these deoisions, the State FPlandng Comdittee procscds W th the
preparation of & wuwber of jeneral economrle balances and of special balances
for the varlous seotors of the econtmyy an well as for terribtorizl units,
These balunces ave used for the dralting of the Five Year Flan, which contain
production targets for every Lranch of Industry, agriculture, transportation
and trade, and on elohorate allocation syotene

It ip pomsible thet the Flan, as dlstinet fron the Direetives, will
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e ra.e public during the lovthooming Jongress of the Supreme “oviet which

is seheduled %o mect in Hoscou on 5 Avgust 1953,
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